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(b)(1) All persons and legal entities
are subject to an audit by FSA of any
information submitted in accordance
with this subpart. As a part of this
audit, income tax returns may be re-
quested, and if requested, must be sup-
plied by all related persons and legal
entities.

(2) In addition to any other require-
ment under any Federal statute, rel-
evant Federal income tax returns and
documentation must be retained a min-
imum of two years after the end of the
calendar year corresponding to the
year for which payments or benefits
are requested.

(c) Failure to provide necessary and
accurate information to verify compli-
ance, or failure to comply with this
subpart’s requirements, will result in
ineligibility for all program benefits
subject to this subpart for the year or
years subject to the request.

§1400.503 Commensurate reduction.

(a) Any program payment or benefit
subject to this subpart provided to a
legal entity, general partnership, or
joint venture will be reduced by an
amount commensurate with the direct
and indirect ownership interest in the
legal entity, general partnership, or
joint venture of each person or legal
entity determined to have an average
adjusted gross income in excess of the
applicable limitation under the stand-
ards provided elsewhere in this subpart
for the direct recipient of such pay-
ments.

(b) Ownership interest in a legal enti-
ty will be reviewed to the fourth level
of ownership, as specified in §1400.105,
to determine whether a commensurate
reduction is applicable and the extent
of such reduction. If an ownership in-
terest is not held by a person in the
fourth level of ownership in a legal en-
tity, no payment or benefit will be
made with respect to such interest.
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§1401.1 Applicability.

This part shall be applicable to pay-
ments and loans made in accordance
with the programs administered by the
Commodity Credit Corporation (CCC)
or the Farm Service Agency (FSA) as
determined and announced by the Sec-
retary of Agriculture or a designee of
the Secretary. The definitions of the
terms applicable to 7 CFR part 713 set
forth at §713.3 also shall be applicable
to this part, except that the term
“commodity” shall mean any agricul-
tural commodity.

§1401.2 Payments in lieu of cash pay-
ments.

(a) CCC will, in accordance with ap-
plicable program provisions, make pay-
ments in a form other than in cash to
persons who otherwise are eligible to
receive a cash payment from CCC. Fur-
ther, subject only to statutory prohibi-
tion and notwithstanding any provi-
sions of the contract to participate in a
program administered by CCC or FSA,
CCC may: at its option, make pay-
ments in a form other than in cash.

(b) As determined by CCC, payments
in a form other than in cash may be
made in the following manner:

(1) By delivery of a commodity to a
person at a warehouse or other similar
facility;

(2) By transfer of negotiable ware-
house receipts;

(3) By the issuance of certificates
which CCC shall redeem in accordance
with this part;

(4) By the acquisition and use of com-
modities pledged as collateral for CCC
price support loans;

(5) By the use of commodities owned
by CCC; and

(6) By such other methods as CCC de-
termines appropriate, including meth-
ods to enable the producer to receive
payments in order to assure that the
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§1401.3

producer receives the same total return
as if the payments had been made in
cash.

(c) The value of the payments made
in any manner set forth in paragraph
(b) shall be determined by CCC.

(d) Notwithstanding any other provi-
sion of this part, CCC may, with re-
spect to producers who are members of
a cooperative marketing association
which has been determined in accord-
ance with part 1425 of this title to be
eligible to receive price support on be-
half of its producer-members, enter
into agreements with such producers
and such cooperatives to facilitate the
making of payments to such producers.
Such agreements may include a provi-
sion which allows a producer to make
available for the use of the cooperative
the value of the non-cash payment
which would otherwise be made to the
producer.

§1401.3 Payments to persons with out-
standing CCC loans.

(a) Persons with outstanding CCC
loans who are eligible to receive pay-
ments from CCC, including a person au-
thorized to receive a payment on behalf
of another person, may be required to
liquidate such loans in accordance with
this section in order to be eligible to
receive a payment authorized by
§1470.2.

(b) A person with an outstanding CCC
loan must, unless otherwise agreed
upon by the person and CCC, redeem
and sell to CCC a quantity of the com-
modity pledged as collateral for a CCC
loan, as determined by CCC, in an
amount equal in value to the value of
the payment which would otherwise be
made to such person. If the person has
more than one outstanding CCC loan,
CCC may, by contract or otherwise,
prescribe which loan collateral the per-
son shall be required to redeem in
order to receive payment. The purchase
price shall be equal to the cost of liqui-
dating the loan or the portion of the
loan for which the quantity of the com-
modity sold to CCC is pledged as col-
lateral, except that, in the case of a
special producer storage loan or a
farmer-owned reserve loan, the pur-
chase price will not include the amount
of any unearned advance storage pay-
ments received with respect to the re-
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deemed collateral. After redemption
and the subsequent sale to CCC of the
commodity pledged as collateral for
such CCC loan, CCC shall make avail-
able to the person a like quantity of
the commodity.

§1401.4 Commodity certificates.

(a) General. CCC may issue com-
modity certificates as a form of pay-
ment. Commodity certificates will bear
a dollar denomination. Such certificate
may be transferred, exchanged for the
inventory of CCC (including the receipt
in accordance with paragraph (e) of
this section of loan collateral by a per-
son to whom a loan secured by such
collateral is made): or exchanged for
cash, as provided for in this section.
Commodity certificates shall be sub-
ject to the provisions of this part, and
to any terms, conditions and restric-
tions provided on the certificate, which
are incorporated by reference herein.

(b) Liens, encumbrances, and State law.
(1) The provisions of this section or the
commodity certificates shall take prec-
edence over any state statutory or reg-
ulatory provisions which are incon-
sistent with the provisions of this sec-
tion or with the provisions of the com-
modity certificates.

(2) Commodity certificates shall not
be subject to any lien, encumbrance, or
other claim or security interest, except
that of an agency of the United States
Government arising specifically under
Federal statute.

(3) The provisions of this paragraph
(b) shall apply without regard to the
identity of the holder of the certifi-
cate.

(c) Transferability. Any person may
transfer a commodity certificate to
any other person. However, any such
transfer must be in the full amount of
the certificate, and can be effected
only by restrictive endorsement on the
back of the certificate, showing the
name of the transferee and the date of
the transfer, and signed by the trans-
feror. CCC will not honor any certifi-
cate bearing any endorsement to
“pbearer” or any other nonrestrictive en-
dorsement, or otherwise transferred in
a manner contrary to the regulations
contained in this section. The person
who submits a commodity certificate
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